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STATE OF SOUTH CAROLINA 
~hd£ ~uog£t ano Olontrol ~oaro 
DIVISION OF GENERAL SERVICES 
CARROLL A. CAMPBELL, JR ., CHAIRMAN 
GOVERNOR 
GRADY L. PATTERSON , JR . 
STATE TREASU RER 
EARLE E. MORRIS, JR . 
COMPTROLLER GENERAL 
June 4, 1990 
Mr. Richard w. Kelly 
Director 
RICHARD W. KELLY 
DIVISION DIRECTOR 
MATERIALS MANAGEMENT OFFICE 
1201 MAIN STREET , SUITE 600 
COLUMBIA, SOUTH CAROLINA 29201 
(803) 737-0600 
JAMES J. FORTH , JR . 
ASSISTANT DIVISION DIRECTOR 
Division of General Services 
1201 Main Street, Suite 420 
Columbia, South Carolina 29201 
Dear Rick: 
JAMES M. WADDELL, JR . 
CHAIRMAN, SENATE FINANCE COMMITTEE 
ROBERT N. McLELLAN 
CHAIRMAN, WAYS AND MEANS COMMITTEE 
J ESSE A. COLES, JR ., Ph .D. 
EXECUTIVE DIRECTOR 
I have attached the South Carolina Department of Health and 
Environmental Control procurement audit report and 
recommendations made by the Office of Audit and Certification. I 
concur and recommend the Budget and Control Board grant the 
Department of Health and Environmental Control a three (3) year 
certification as outlined in the audit report. 
~~~ 
James J. Forth, Jr. 
Assistant Division Director 
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We have examined the procurement policies and procedures of 
the Department of Health and Environmental Control for the period 
January 1, 1987 September 30, 1989. As a part of our 
examination, we made a study and evaluation of the system of 
internal control over procurement transactions to the extent we 
considered necessary. 
The purpose of such evaluation was to establish a basis for 
reliance upon the system of internal control to assure adherence 
to the Consolidated Procurement Code and State and Department 
procurement policy. Additionally, the evaluation was used in 
determining the nature, timing and extent of other auditing 
procedures that were necessary for developing an opinion on the 
adequacy, efficiency and effectiveness of the procurement system. 
The administration of the Department of Health and 
Environmental Control is responsible for establishing and 
maintaining a system of internal control over procurement 
transactions. In fulfilling this responsibility, estimates and 
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judgements by management are required to assess the expected 
benefits and related costs of control procedures. The objectives 
of a system are to provide management with reasonable, but not 
absolute, assurance of the integrity of the procurement process, 
that affected assets are safeguarded against loss from 
unauthorized use or disposition and that transactions are 
executed in accordance with management's authorization and are 
recorded properly. 
Because of inherent limitations in any system of internal 
control, errors or irregularities may occur and not be detected. 
Also, projection of any evaluation of the system to future 
periods is subject to the risk that procedures may become 
inadequate because of changes in conditions, or that the degree 
of compliance with the procedures may deteriorate. 
Our study and evaluation of the system of internal control 
over procurement transactions as well as our overall examination 
of procurement policies and procedures were conducted with due 
professional care. They would not, however, because of the 
nature of audit testing, necessarily disclose all weaknesses in 
the system. 
The examination did, however, disclose conditions enumerated 
in this report which we believe to be subject to correction or 
improvement. 
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Corrective action based on the recommendations described in 
these findings will in all material respects place the 
Department of Health and Environmental Control in compliance with 
the South Carolina Consolidated Procurement Code and ensuing 
regulations. 
!.~~~nager 
Audit and Certification 
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INTRODUCTION 
The Office of Audit and Certification conducted an 
examination of the internal procurement operating procedures and 
policies and related manual of the Department of Health and 
Environmental Control. Our on-site review was conducted October 
9 through November 29, 1989, and was made under the authority as 
described in Section 11-35-1230(1) of the South Carolina 
Consolidated Procurement Code. 
The examination was directed principally to determine 
whether, in all material respects, that the procurement system's 
internal controls were adequate and the procurement procedures, 
as outlined in the Department's Internal Procurement Operating 
Procedures Manual, were in compliance with the South Carolina 
Consolidated Procurement Code and its ensuing regulations. 
Additionally, our work was directed toward assisting the 
Department in promoting the underlying purposes and policies of 
the Code as outlined in Section 11-35-20, which includes: 
(1) to ensure the fair and equitable treatment of all 
persons who deal with the procurement system of 
this State; 
(2) to provide increased economy in state procurement 
activities and to maximize to the fullest extent 
practicable the purchasing values of funds of the 
State; 
(3) to provide safeguards for the maintenance of a 
procurement system of quality and integrity with 
clearly defined rules for ethical behavior on the 
part of all persons engaged in the public 
procurement process. 
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BACKGROUND 
Section 11-35-1210 of the South Carolina Consolidated 
Procurement Code states: 
The (Budget and Control) Board may assign dif-
ferential dollar limits below which individual 
governmental bodies may make direct procurements 
not under term contracts. The Division of General 
Services shall review the respective governmental 
body's internal procurement operation, shall 
verify in writing that it is consistent with the 
provisions of this code and the ensuing regula-
tions, and recommend to the Board those dollar 
limits for the respective governmental body's 
procurement not under term contract. 
Section 11-35-1230(1) of the South Carolina Consolidated 
Procurement Code states in part: 
In procurement audits of governmental bodies 
thereafter, the auditors from the Division of 
General Services shall review the adequacy of 
the system's internal controls in order to ensure 
compliance with the requirements of this code 
and the ensuing regulations. 
The current certification limits expire September 8, 1990. 
Our audit was performed primarily to determine if recertification 
is warranted. Additionally, the Department requested the 
increased certification limits listed below: 
Category 
Goods and Services 
Consultant Services 
Information Technology 
Drug Contracts 
Supplies Contract 
Superfund Cleanup Expenditures 
5 
Requested Limit 
$ 
$ 
50,000 
50,000 
$ 50,000 
$3,000,000 
$1,700,000 
Unlimited 
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SCOPE 
Our examination encompassed a detailed analysis of the 
internal procurement operating procedures of the Department of 
Health and Environmental Control and the related policies and 
procedures manual to the extent we deemed necessary to formulate 
an opinion on the adequacy of the system to properly handle 
procurement transactions up to the requested certification 
limits. 
We statistically selected random samples for the period July 
1, 1987 September 30, 1989, of procurement transactions for 
compliance testing and performed other audit procedures that we 
considered necessary in the circumstances to formulate this 
opinion. As specified in the Consolidated Procurement Code and 
related regulations, our review of the system included, but was 
not limited to, the following areas: 
(l) adherence to provisions of the South Carolina 
Consolidated Procurement Code and accompanying 
regulations 
(2) procurement staff and training 
(3) adequate audit trails and purchase order 
registers 
(4) evidences of competition 
(5) small purchase provisions and purchase order 
confirmations 
(6) emergency and sole source procurements 
(7) source selections 
(8) file documentation of procurements 
(9) inventory and disposition of surplus property 
(10) economy and efficiency of the procurement process 
(11) Minority Business Enterprise Utilization Plan 
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SUMMARY OF AUDIT FINDINGS 
Our audit of the procurement system of the Department of 
Health and Environmental Control produced findings and 
recommendations in the following areas: 
I. Compliance - Information Technology 
Twenty-five procurements lacked the proper 
competition as required by the Code. 
II. Procurements Artificially Divided 
In two instances, procurements were artifi-
cially divided to circumvent the Code. 
III. General Procurement Control 
Small procurements were not distributed 
among vendors. 
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I. Compliance - Information Technology and Construction 
I The following procurements lacked the competition required 
by Regulation 19-44S.2100. 
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Purchase Number Number 
Order of Quotes of Quotes 
Number Amount Obtained Required 
K7177 $ S79.00 1 2 
V81471 1,348.74 1 2 
K2348 1,600.00 2 3 
L130S 1,098.00 1 2 
L2482 620.00 1 2 
L1192 701.8S 1 2 
LOS61 644.9S 1 2 
L0233 1,1SO.OO 1 2 
L1199 6SS.SO 1 2 
L1837 1,1S9.9S 1 2 
B7482 S10.60 1 2 
B747S S30.00 1 2 
B9392 S04.SS 1 2 
K2134 2,12S.OO 4(telephone) 3(written) 
K0043 S97.00 1 2 
KOSSO S74.08 1 2 
L2112 63S.OO 1 2 
K9240 S97.SO 1 2 
L130S 1,098.00 1 2 
B6403 649.00 1 2 
B6S09 763.00 1 2 
B6S18 1,020.00 1 2 
B6S28 693.00 1 2 
K3614 S24.00 1 2 
B7S36 1,979.04 2(telephone) 3(written) 
The above procurements were made by one section of the Bureau 
of Business Management. No one reviewed the procurements to 
determine compliance with the Procurement Code. 
We recommend that either the purchasing section or the 
Assistant Director of the Bureau of Business Management review all 
procurements made by this section. 
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AGENCY RESPONSE 
This office will implement a review process as recommended in 
your report. The internal control should eliminate the potential 
for this problem in the future. 
II. Procurements Artificially Divided 
Two purchases were artificially divided in order to 
circumvent the requirements of the Code. 
1. Purchase orders L1012 and L1013 were divided or split to 
circumvent the sealed bid process. The $3,652.00 total 
procurement was made after written quotations were obtained. 
These procurements should have been combined and competitive 
sealed bids should have been solicited using the sealed bid method 
as required by Regulation 19-445.2035. 
2. Minor renovations at the Anderson Health Department were bid 
as three separate jobs. The combined total of $4,244.80 was split 
into three contracts on purchase orders 2274, 2275, and 2276 to 
the same vendor. These procurements violate Section 11-35-1550 of 
the Code which states, II ••• purchases shall not be artificially 
divided by governmental bodies so as to constitute a small 
purchase under this section. II We recommend that the Department 
not divide purchases to circumvent the requirements of the Code. 
Further, since the Department's construction certification is 
only $2,500, these procurements are unauthorized. Ratification 
must be requested from the State Materials Management Officer as 
required by Regulation 19-445.2015. 
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AGENCY RESPONSE 
1. This acquisition was processed by an inexperienced 
procurement officer. Training for this employee has been 
completed and we feel confident that this problem will not 
occur again. 
2. Three separate requisitions with bids were submitted from the 
health district which resulted in the three noted purchase 
orders. Procurement staff should have been more observant 
and combined the three documents and processed as a sealed 
bid through the State Engineer's Office. We will take 
measures to ensure this does not happen in the future. 
III. General Procurement Control 
We reviewed approximately 500 purchases under $500 each. 
Most appeared proper. However, in several instances we found 
multiple purchase orders to one vendor. In our opinion, these 
could have been combined and competition could have been 
solicited. 
We recommend that the Department solicit competition for small 
procurements that can logically be combined. If procurements less 
than $500 cannot be logically combined, we recommend that the 
Department adhere to Regulation 19-445.2100, which addresses 
procurements less than $500 and states that, "Such purchases shall 
be distributed equitably among qualified suppliers." 
AGENCY RESPONSE 
We have implemented procedures which should develop a wider base 
of qualified suppliers. Term contracts will be developed where 
applicable. 
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CERTIFICATION RECOMMENDATIONS 
As enumerated in our transmittal letter, corrective action 
based on the recommendations described in the findings contained 
in the body of this report, we believe, will in all material 
respects place the Department of Health and Environmental Control 
in compliance with the South Carolina Consolidated Procurement 
Code and ensuing regulations. 
The Department should complete corrective action in the 
exception areas by April 30, 1990. We will perform a follow-up 
review at that time to determine if this has occurred. 
Under the authority described in Section 11-35-1210 of the 
Procurement Code, subject to this corrective action, we recommend 
the Department of Health and Environmental Control be recertified 
to make direct agency procurements for three years up to the 
limits as follows: 
PROCUREMENT AREAS RECOMMENDED CERTIFICATION LIMITS 
I. Goods and Services 
A. Annual Term Contracts For: 
1. Drugs, biologicals and $3,000,000 Maximum of all 
devices and all other contracts 
commodities defined in the combined 
Materials Management Office 
Commodity Code Manual under 
code 270, Drugs, Pharmaceut-
icals and Biologicals; 475-25 
Contraceptives, and 115 Bio-
chemical Research 
2. Medical supplies and instru-
ments under commodity code 
classes 475-Hospital Sundries 
and 435-Germicides 
11 
$1,700,000 Maximum of all 
contracts 
combined 
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B. All other goods and services *$ 50,000 per purchase 
commitment 
II. Consultant Services *$ 50,000 per purchase 
commitment 
III. Information Technology in *$ 50,000 per purchase 
accordance with the approved commitment 
Information Technology Plan 
IV. Construction 
Superfund Cleanup Expenditures Unlimited 
*The total potential commitment whether single year or multi-term 
contracts are used. 
Marshall B. Williams, Jr., Supervisor 
Audit and Certification 
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EXECUTIVE DIRECTOR 
We have returned to the South Carolina Department of Health and 
Environmental Control to determine the progress made toward 
implementing the recommendations in our audit report covering the 
period of January 1, 1987 - September 30, 1989. During this visit, 
we followed up on each recommendation made in the audit report 
through inquiry, observation and limited testing. 
We observed that the Department has made substantial progress toward 
correcting the problem areas found and improving the internal 
controls over the procurement system. With the changes made, the 
system ' s internal controls should be adequate to ensure that 
procurements are handled in compliance with the Consolidated 
Procurement Code and ensuing regulations. 
We, therefore, recommend that the certification limits for the 
Department of Health and Environmental Control outlined in the audit 
report be granted for a period of three (3) years. 
~nciely'Jk 
R. ~ ght Shea~Manager 
Audi and Certi~~tion 
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